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BACKGROUND 


Solid Resources Ltd. (Solid) was esta- 
blished as a Canadian public company in 
1987 providing mechanical wireline and 
well testing services to the oil and gas 
industry. The Company’s original focus 
centered on Western Canadian operations, 
which later expanded to include packaged 
equipment sales to various international 
markets. In 1995 Solid became involved 
in Overseas Services, and has maintained 
a business presence in North Africa 
Since 1996. The Company’s minerals 
exploration division commenced 
Operations in 1995, acquiring an interest 
in a Northwest Territories mining property. 


OIL AND GAS SERVICE BUSINESS 
Overview and Corporate Strategy 


The Company’s oilfield services division 
Operates in Canada under it’s wholly 
owned subsidiary, Solid Production Ltd. 
Specializing in mechanical wireline and 
well testing production testing services 
to the Western Canadian oil and gas 
industry, Solid Production Services 
Operates six field bases positioned 
to service the needs of southwest 
Saskatchewan to northeast British 
Columbia. 


Internationally Solid has capitalized on 
the international experience of our senior 
and service management personnel 
and continues its expansion into the 
International market where lower 
production costs reduce the impact of 
fluctuating oil and gas prices in the oil 
and gas service sector. The Company 
Operates as Solid Resources Ltd. in 
Tunisia, and under its wholly owned 
subsidiary, Solid Energy Services Inc. in 
Algeria. As in Canada, these subsidiaries 
essentially provide the same range of 
services to the North African oil and gas 
industry. Services available to Solid 
Energy’s clients in Algeria also include the 
specialized version of well production 
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Well testing operation utilizing pressure tank and Solid data acquisition system. 


testing capability known as the “multi- 
phase flow metering unit”. 


Solid continues to focus on providing 
quality services to our clients in both the 
domestic and international markets and 
through this international diversification 
attempts to insulate our shareholders from 
the problems that are associated with 
reliance on any single market. 


Description of Services 


Mechanical Wireline: Mechanical wireline 
or slickline services are required to 
perform a variety of downhole well 
servicing functions, both during the initial 
well completion phase, and throughout 
the well’s subsequent productive life. 
Slickline-conveyed well servicing 
Operations involve numerous types of 
tools and equipment that is run into the 
wellbore for performing various operations 
related to opening, closing, or diverting 
well production or injection fluid flow. 
Slickline-conveyed services also include 
EMR BHP surveys, which involve running 


electronic memory recording data 
acquisition instruments into production 
or injection wellbores. Information 
acquired from such surveys is used by oil 
and gas production companies to support 
ongoing reservoir maintenance strategies, 
downhole and surface electronic memory 
data acquisition equipment, and can 
also supply real-time surface readout 
bottomhole pressure measuring/recording 
systems. 


Well testing: Well production testing 
provides data required to evaluate well 
deliverability and in-place reserves. Oil 
and gas production companies utilize 
information acquired from well tests 
to conduct commercial economic 
evaluations, design permanent surface 
production facilities, and determine field 
development strategies. Well testing 
service capabilities provided by Solid 
include various types of packaged 
separator systems and associated 
equipment designed to accommodate 
various flow conditions encountered (i.e.: 
pressure, temperature, volumes and types 
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of fluids) in well testing applications. 
A complete well testing service installation 
typically includes a surface equipment 
package designed for the type of well to 
be tested; accompanied by a crew of well 
testing specialist personnel responsible 
for set-up, safe operation and associated 
production test data acquisition and 
reporting. 


Utilizing its wide selection of well 
production testing systems and system 
design capabilities, Solid can also provide 
equipment and personnel services for 
setting up and operating early production 
facility applications. Early production 
facilities are typically utilized to obtain 
production test data and produce saleable 
hydrocarbons over an extended timeframe 
where longer term well evaluations are 
required, or a temporary means of 
maintaining well production is needed 
until permanent production facilities can 
be installed. 


Technical Services: The technical 
services group continues to provide a 
variety of specialized electronic data 
collection equipment to obtain various 
types of surface and subsurface 
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information needed to maximize the 
recovery of oil and gas reserves. Our 
customers use this information to assist 
in analyzing the well performance. 


Multi-phase Metering Unit: In addition 
to providing a wide range of conventional 
well testing equipment packages, Solid 
also offers a specialized well production 
testing system in its “multi-phase mete- 
ring unit”. Applying higher-level flow 
measurement and control technology than 
what is customarily utilized in conventional 
well testing separator package design, 
multi-phase flow metering offers the ability 
to acquire higher liquids flow measure- 
ment accuracy and reliability than can be 
obtained with conventional three-phase 
separator systems. Solid’s multi-phase 
metering unit has been successfully tested 
in the field and is currently available for 
contract use. 


CANADIAN OPERATIONS 


In Canada Solid Production Services Ltd. 
(Solid Production) serves its oil and 
gas customers. Solid Production offers 
two well testing bases and five wire- 
line locations located in Alberta. 


Wireline well abandonment operation at Calgary, Alberta airport project. 


Corporate head office is located in Nisku. 
INTERNATIONAL OPERATIONS 


Solid Resources Ltd. operates the Tunisian 
branch and all other international 
Operations are conducted through Solid 
International Ltd. (Solid International) a 
wholly owned subsidiary of Solid. Solid 
International is based in, and operates 
from Barbados. Solid Energy Services Inc. 
(Solid Energy) and SI Well Technologies 
Inc. (SI Well), subsidiaries of Solid 
International, operate in North Africa also. 


Tunisia — Tunisia, a relatively small oil 
and gas market, has grown consistently 
over the past five years to a profitable 
position. Solid has increased its market 
share of the wireline market considerably 
and is now a major player. In the well 
testing market Solid has also increased 
its market share, not to the levels of the 
wireline division, but is now poised to 
obtain a considerable portion of this 
market as well. 


Algeria — With its state-owned oil 
company, Sonatrach is the world’s 12th 
largest producer. Solid Energy continues 
its joint venture agreement with 
L’Enterprise Nationale de Services Puits 
(ENSP) the country’s state-owned oil and 
gas service company. Solid Energy 
Supplies the equipment, management, 
personnel and technology and ENSP 
contributes the infrastructure and logistical 
Support. Solid Energy has secured 
contracts in the past year and continues 
its mandate to secure a contract with 
Sonatrach. This contract will open the 
doors to many other oil companies that 
have a similar venture relationship with 
Sonatrach. The Algerian division at the 
end of fiscal 2000 was still in a loss 
position. 


continued on next page... 
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MINING EXPLORATION 


Overview and Corporate Strategy: 

In 1995, Solid acquired a 40% interest in 
the Hart Mineral Property (Hart Property) 
Subject to a 10% carried interest in favor 
of the vendor. It was in 1998 that Solid 
increased its interest to the present 49% 
through exploration expenditures. The 
company maintains its option agreement 
with Tri-Star Syndicate (Tri-Star), which 
granted (in 1999) Solid the option to 
purchase Tri-Star’s 51% interest, in the 
Hart Mineral Property, in return for a 
maximum five million shares of Solid. 
An independent evaluator will determine 
the actual number of shares at the time 
the option is exercised. 


Description of Property: 

The Hart Property is located approximately 
130 kilometers northeast of Yellowknife, 
NWT, Canada. The property consists of 
9,505 acres staked and largely under 
25-year renewable mineral leases. 
Solid has performed extensive geo- 
logical mapping, line-cutting, geo- 
physical surveys and surface sampling, 
both rock and chip, where hard rock was 
Outcropped. To further confirm the 
geological and mineralization value of the 
Property, considerable diamond drilling 
has been executed at many different 
locations and at various depths, ranging 
from a few hundred feet to two thousand 
feet. As a result, Solid has to date 
confirmed that the Property contains at 
least four different periods and types of 
mineralization. They are as follows: 


C Zone Located in the central southern 
portion of the Property this zone was the 
first discovery. Surface sampling and 
diamond drilling have confirmed the 
presence of gold and silver in a bedded 
zone. The geology and mineralization of 
this area is similar to those of the Giant 
and Con Mines in Yellowknife, Canada. 
Management is of the belief that the results 
to date indicate the presence of a large 
mineralized body. Additional deeper 
exploration drilling is recommended for 
2001. 
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M Zone The second discovery is located 
on the eastern portion of the Property. 
The M zone is a volcanogenic polymetallic 
massive sulphide deposit, a type similar 
to the Kidd Creek deposit in Ontario. It 
has been drilled to 1,300 feet and is open 
at depth and on strike to the north. To 
date assay reports has indicated various 
levels of mineralization for silver, zinc, 
lead and gold. Management is of the belief 
that with the mineralization found to date 
it would be sufficient to support a 
profitable mill operation and mine. At the 
present time our geologists are of the 
Opinion that the M zone and the W zone 
are possibly interconnected at depth 
making each zone part of the deposit. 


Amacher Lake The Aamacher 
Lake discovery is on the 
extreme west side of the 
Hart Property. Its geology 
indicates that it is a Sedex 
massive sulphide deposit. 
Sedex type deposits have 
produced some of the largest 
mines in the world includ- 
ing the Broken Hill Mine 
in Australia and the 
Rammelsberg Mine in 
Germany. Parallel mineralized 
zones have been traced for 
2.5 kilometers on the surface. 


Surface samples have 
assayed up to .59% copper 
and up to 600 ppm of zinc. 
Based on the geology of this 
discovery and the results to 
date, management believes 
the deposit has the makings 
of a major find. However, 
further exploration of the 
discovery will be subject to 
progress made in other areas 
of the Property. 


W Zone Surface geology 
indicates that there is the 
possibility that the M zone and 
the W zone are interconnected 
at depth. Diamond drilling 
to substantiate this has 


produced some supportive evidence, but 
in the process has intersected a number 
of precious metals rich, narrow splay 
veins containing bournonite in shear 
zones. Bournonite is a mineral typically 
composed of copper, lead antimony, gold 
and silver and was mined in the Hartz 
mountains of Germany and Kapnik, 
Romania. Assays of drill hole intersections 
returned values of up to 0.67 ounces per 
ton of gold, 18.8 ounces per ton of silver, 
3.2% per ton of lead, 0.73% per ton of 
copper and 0.7% per ton of zinc. 
Management believes that these splay 
veins or shears may indicate the presence 
of a mineable mineralized body at depth 
or along strike. 


Wireline operation performed on service rig workover. 
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CANADIAN SERVICE 
CONSOLIDATED OPERATION 
($ Thousands except for ratio and share data) 2000 1999 2000 1999 
Financial Results 
Revenue $13,227 $10,755 $10,542 $ 8998 
Gross Profit Contribution 4,932 3,692 _ 3,992 2,847 
Net (Loss) (820) (249) (23) (608) 
Cash Flow from operations* 573 76 588 186 
Financial Position 
Total Assets $15,502 $14,008 $ 8,724 $ 7,637 
Working Capital Ratio 1.1:1 5A 1.2:1 ope 
Total Debt to Equity Ratio*~* 1.3:1 io 1.5:1 1.4:1 
Per Share 
(Loss) $ (0.13) $ (0.04) $ 0 $ (0.1) 
Cash Flow from operations* 0.09 0.01 0.1 0.03 


* Cash flow from operations excludes changes in non-cash working capital relating to operations 
** Advances from parent are included as Equity in calculating Debt to Equity for Canadian Service 
Operation. 
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THE YEAR IN SUMMARY 
Oil and Gas 


The current fiscal year saw the oil and gas 
sector experiencing oil prices at 10-year 
high levels, low heating oil inventories 
going into the winter season and tight 
supply coupled with increasing demand 
in the natural gas market. These are all 
indications pointing towards a strong 
demand for natural gas for the next three 
to five years. With these conditions one 
would have expected that drilling would 
have taken place at record levels. But, 
contrary to expectations, worldwide drilling 
Only started to recover in the latter part 
of our fiscal year. Canada was no 
exception. In general, the demand for our 
services in the oil and gas sector was soft 
for the majority of the year with the start 
of the recovery beginning in November of 
1999. The Company did, however, finish 
strong with a profitable 4th quarter. The 
results for our operating company, Solid 
Production Services Ltd., had a loss of 
$23,000 in 2000 as opposed to a loss of 
$608,000 in 1999. 


Internationally, our Tunisian wireline and 
well testing services operation continued 
to generate improved results, becoming 
increasingly active in both wireline and 
well testing utilization. In Algeria our first 
multi-phase metering unit (MMU) 
arrived in February of 2000 and began 
demonstration work for local clients in 
April. International revenues achieved 
their highest level ever, increasing by 
fifty percent from the previous year. 
The increased revenues were equally 
attributable to both Tunisia and Algeria. 
From a profitability standpoint Tunisia 
reported a modest profit of $78,000, the 
first since their inception. The Algerian 
Operation, still in its infancy from an 
international perspective, did not perform 
nearly as well ending the year with a loss 
of $848,000. A large majority of the 
Algerian revenue, for the year, was billed 
to the Solid/ENSP Joint Venture company 
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(SESP). The loss in Algeria was largely a 
result of accounting for the losses 
sustained by SESP. The progress made 
in both Tunisia and Algeria during this 
past year is still very encouraging. 


Hart Mineral Property 


In the mineral exploration division 
exploration work continued during fiscal 
2000 to further substantiate previous 
mineralized bodies and search for new 
ones. Drilling was performed in the vicinity 
of the C zone massive sulphide deposit. 
The gold bearing C zone was also drilled 
during the year. While results were 
encouraging we are only able to report 
that while we did not reach our ultimate 
goal, progress was made in our exploration 
activities. 


A surface exploration program consisting 
of geochemical sampling, geological 
mapping and geophysical surveying was 
conducted on an area one kilometer wide 
and two kilometers long. This area was 
located between the C zone and the 
W zone. The work was performed to 
determine the potential of new mineralized 
structures in this area. An interesting target 
was located approximately one half 
kilometer north of the C zone where 
coinciding geochemical and geophysical 
results indicated a massive sulphide 
deposit with similar mineralogy as the M 
zone. Further work needs to be performed 
in this area. 


A hole was drilled on the M zone to check 
the rocks on both sides of the zone for 
possible parallel structures at depth. While 
no new structures were located, the hole 
intersected the M zone at 400 feet of depth 
giving a wide intersection along a core 
length of 72.5 feet assaying 8.62% zinc, 
2.35% lead and 6.75 ounces of silver per 
ton. 


Additional work on the property included 
stepout drilling approximately one half 
kilometer south of the W zone. This drilling 


Alvin A. Harter, 
President and Chairman 


intersected weak sulphide mineralization 
consisting of anomalous silver and lead 
with zinc values up to 0.28% at 600 feet 
of vertical depth. These results indicate 
the potential for significant M zone type 
massive sulphides at greater depth. 
During the 2001 fiscal year, the Company 
intends to utilize alteration mapping and 
down-the-hole geophysics as aids in 
pinpointing hot spots along the two 
kilometer favorable trend between the M 
zone and the W zone. 


Two drill holes were completed to test the 
gold bearing C zone at greater depth. 
Extensive gold mineralization grading 
1 to 3 grams per ton was intersected in a 
banded iron formation. Additional drilling 
is recommended on the zone. 


The Road Ahead 


A dramatic increase in world prices over 
the past year coupled with expected 
further increases in North American gas 
prices, relating to expanding pipeline 
infrastructure, provides strong indications 
of a good year ahead for Solid’s domestic 
servicing operations. We expect to see 
high utilization and increasing pricing 
tied mainly to the high gas reserves 
replacement activity that will be occurring, 
not only in the coming years, but for 
several years as well. Solid, with its well 


Solid Resources Ltd. 


2000 ANNUAL REPORT. 


testing equipment, performs approxi- 
mately 70% of its oilfield servicing in the 
gas market. This will serve us well for the 
coming year. 


In North Africa, sustained oil prices in the 
mid to upper US $20 range will lead 
to improving activity levels in both 
exploration and development drilling 
activity. A number of significant field 
development plans in Algeria are expected 
to be implemented along with increasing 
interest by multi-national operators in 
exploration prospects in both Tunisia and 
Algeria. Solid’s North African presence 
will continue to develop increasing value 
to our shareholders, through maintaining 
our strong market share in the Tunisian 
market, coupled with the onset of 
increasing service activities in Algeria. 
From the perspective of Algeria the goal 
for the coming year will the signing of a 
contract with the national oil company, 
Sonatrach, and the subsequent profitable 
execution of this contract. Fiscal 2000 
marked a considerable loss from 
operations in Algeria and a similar loss 
for 2001 would be totally unacceptable to 
senior management at Solid. | have said 
before that delay is a simple fact of life in 
Algeria. But having said this, senior 
management will do all in its power to 
reach a mutually agreed upon contract 
with Sonatrach, but, at the same time 
minimizing costs during this process. 
| am confident that we have the right 
people to get the job done. 


Largely dependent on the status of the 
Sonatrach contract, the Company will 
continue its focus on the large in-line 
production testing market in Algeria 
through its Multi-Phase Metering Unit 
(MMU). There is considerable interest 
among major operators in Algeria for the 
type of unit offered by Solid as a means 
of obtaining high flow measurement 
accuracy, coupled with rapid mobilization 
time between jobs. Initial field tests were 
very positive and we continue to test the 
MMU over the next several months. We 
are confident that the Algerian market will 
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present Solid with a major business 
growth opportunity through the MMU as 
we continue to generate anticipated 
positive results from upcoming field test 
evaluation projects and move on the way 
towards a successful contract resolution 
with Sonatrach. 


In the mineral exploration division 
management anticipates an accelerated 
drilling program for the 2001 fiscal year. 
We anticipate that the Company will 
expend in excess of $1.2 million in 
additional exploration on the Hart 
Property. Efforts will be concentrated on 
the M zone trend, the two-kilometer 
long favorable belt between the M zone 
and the W zone. The geology will be 
remapped, with particular emphasis being 
placed on rock alteration, and this data 
will be combined with the results of down- 
the-hole geophysics, which will be 
completed on several existing drill holes 
along the trend. Based on the obtained 
results, the targets generated from this 
information will be drilled during fiscal 
2001. In addition, the C zone north 
potential massive sulphide deposit, a target 
that was generated by the 2000 exploration 
program, will be drilled during the coming 
year. 


Under my direction and other senior 
management, the Company will continue 
to forge ahead with respect to both its oil 
and gas division and mineral exploration 
division. It appears that the Company has 
made it through the $12 per barrel oil 
prices and the expansion into Tunisia and 
Algeria both financially and strategically 
stronger than anticipated. Solid has 
positioned itself well for the coming year 
and is poised to take full advantage of the 
buoyant oil and gas market. Solid has also 
sought the assistance of outside geological 
professionals in an effort to test the 
property geophysically which should 
maximize the proposed drilling efforts. | 
will see to it that all efforts are coordinated 
to increase our opportunities on the Hart 
Property. Solid has also continued the 
efforts to obtain financing. We have made 


several inroads in the financial marketplace 
and are confident that when the time 
comes and we require the outside 
financing it will be there at our disposal. 


| will close by saying again that there 
are great shareholder upsides to both 
divisions of our company. Our company 
still operates on the basics of hard work, 
a sound diversification strategy and the 
sheer will to perservere and succeed- 
nothing has changed here. We have 


‘changed a few faces in our company 


and on our Board to add to an already 
dedicated group of professionals. This 
again will maximize the opportunity of 
success for all involved. | have never 
looked forward to a coming year as | have 
this year. It appears the fruits of our efforts 
are finally within our reach. We thank you 
for your patience and your support and 
assure you that you will not be 
disappointed. 


President Alvin Harter visiting Algerian 
operations. 
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A major upswing in oil prices occurred 
during 1999 with early-year prices in the 
U.S. $12 range experiencing a dramatic 
increase over the year, to close at U.S. 
$25. This increase in price per barrel did 
not, however, contribute any significant 
increase in the services industry until the 
last quarter of the year. 


Solid began to see significant increases 
in its domestic services, particularly in 
the well testing division, during this last 
quarter. Wireline services activity began 
increasing over the same period, but did 
not see significant changes until January 
of 2000. Activity levels in both divisions 
remained strong through to early April, 
producing record revenues in February 
and March. 


Financial Results 


The company completed the year with 
revenues, worldwide, of $13.2 million 
in 2000 as opposed to revenues of $10.8 
in 1999. This was an increase of $2.4 
million or a 22% increase. Gross margins 
increased from 34% in 1999 to 38% 


MANAGEMENT?’S DISCUSSION AND ANALYSIS 


in 2000. The increase in gross margin 
was a 9% improvement. 


The Canadian operating company, Solid 
Production, finished the year with total 
revenues of $10.5 million compared to 
$9.0 million in 1999, for an increase of 
17%. Gross margins for Solid Production 
also increased from 32% in 1999 to 38% 
in 2000 or an improvement of 19%. 


The general and administrative expenses 
increased in 2000 by $159,000 to $3.5 
million for an increase of 5%. General and 
administrative expenses as a percentage 
of revenue were 27% in 2000 as opposed 
to 32% in 1999. General and administra- 
tive expenses, therefore, did not increase 
proportionately to the increase in revenue. 


Depreciation and amortization increased 
in 2000 due to the purchase of $1.3 million 
in capital assets. This resulted in net capital 
expenditures of $951,000. 


Interest on long-term debt increased by 
$115,000, or 28%, in 2000 largely as a 
result of new loans entered into by the 


Choke manifold on high pressure gas well test in Northern Alberta. 


Company at the end of the 1999 fiscal 
year. These new loans impacted the 1999 
interest expense only marginally and 
impacted the 2000 year fully. The 
Company also entered into new loans 
during fiscal 2000. Other interest and bank 
charges increased by $111,000 or 89%. 
The increase in other interest and bank 
charges was largely attributed to an 
increase in our bank operating line of 
Credit and the applicable bank charges. 


The Company reported a loss before other 
income and taxes of $373,000 in 2000 
and a loss of $1,010,000 in 1999. This 
improvement was largely the result of 
increased revenue and a gross margin 
increase of $1.2 million. 


The other income of the Company was 
136% lower in 2000 as opposed to 1999. 
This material difference was attributed to 
the change in Solid’s share of our Algerian 
joint venture. The Company share of losses 
in 2000 was $702,000 versus $75,000 in 
1999. The gain on sale of equipment is 
lower in 2000, and more the norm, versus 
the gain of $653,000 in 1999 created by 
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the disposal of the Venezuelan equipment. 


The Company reported current income 
taxes in 2000 of $195,000 as opposed 
to a recovery of $68,000 in 1999.This 
change is again related, largely, to Algerian 
losses and Algerian Flat Tax on revenues. 


The Company reported a loss of $625,000 
in 2000 ($317,000 in 1999) before taxes 
and a net loss of $820,000 in 2000 
($249,000 in 1999). 


Management is not pleased about this loss 


Gas well testing operation in Tunisia 
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and its effect on working capital and the 
general financial strength of the Company. 
Enhanced cost controls and loss 
minimization has been implemented in 
respect to Algeria. Corporately, the reduction 
of the General and Administration expenses 
is a target. Senior management forsees 
improvements in profits with the additional 
focus on these two areas. 


The Company continued its expenditures 
on the Hart Property. In 2000 $612,000 


was expended. The average yearly expen- ° 


diture over the past five years is in 
excess of $800,000. The 
expenditures continue to 
be largely funded through 
the sale of flow-through 
shares. 


Financial Position 


The Company’s net cash 
flow for the year was 
nearly 180% worse than 
1999. The net cash inflow 
for the company in 1999 
was $466,000 and in 2000 
a net outflow of cash equal 
to $364,000. While this 
change is dramatic by 
percentage standards the 
reversal is largely 
attributed to the level of 
financing obtained in 1999 
of $3.0 million. The 
Company in 2000 
increased their long-term 
debt by only $422,000. 
In 2000 Solid had a net 
cash contribution from 
operations of $573,000 
($76,000 in 1999) and a 
contribution of $489,000 
($113,000 outflow in 
1999) after including 
changes in non-cash 
working capital. 


The increase in long-term 
debt in 1999 had a major 
impact on the statement 


of consolidated cash flow. When one takes 
into consideration the Algerian impact and 
the soft oil and gas market for most of 
fiscal 2000 a net cash outflow of $364,000 
is understandable and acceptable given the 
market conditions and previous years 
financing activities. 


The Company continued to build up 
it’s fleet in 2000 with net capital ex- 
penditures of $951,000 ($1,293,000 
in 1999). Specifically, the Company has 
continued to expand its well testing division 
over the years due to an anticipated increase 
in demand for natural gas. The company 
will be in an enviable position in 2001 
should the market unfold, as senior 
management believes it will. The company 
has expended more for capital additions, 
On a yearly basis, than expensed for 
depreciation for several years. The result 
is an improving balance sheet from the 
perspective of assets and, in particular, 
property and equipment. On a separate 
note, the company had an appraisal 
performed on the property and equipment 
shortly after the 2000 year-end. The value 
placed by an independent appraiser was in 
excess of $13 million. This is additional 
value for our shareholders not currently 
reflected in our balance sheet. 


In reviewing the five-year summary of the 
Company’s financial position the 
improvement in our financial strength, 
achieved by present management, is very 
impressive. The improvements during this 
five year period include: total assets, 
increase of 82%, total liabilities, increase 
Of 66%, shareholders equity, increase of 
109%, or 22% per annum, working capital, 
increase of 125%, working capital ratio, 
57% improvement, and debt to equity ratio, 
25% reduction. These are impressive 
numbers. These numbers support 
managements contention that “shareholder 
value has increased”. 
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The Future 


During the last half of 1999 and early part 
of 2000 petroleum producers have used 
much of their profits, from higher 
commodity prices, to pay down debt and 
buy production from the competition. 
With this accomplished, the spending 
mode should kick in, and, all eyes will be 
on the future expanded drilling programs. 
From the perspective of Solid we anticipate 
higher pricing and higher utilization of our 
equipment, especially the well testing 
equipment. Solid has added equipment 
and serviced its equipment over the years 
at the expense of lowering working capital 
and cash flows. Management is of the 
belief that we will see 1-2 years of strong 
oil pricing and 4-5 years of strong natural 
gas demand and, concurrently, stronger 
pricing. Solid has prepared for this day 
and is now poised to take full advantage 


Surface trenching on Hart Property 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


of the opportunity. Should world oil prices 
stabilize in the US $25 per barrel range 
and should natural gas demand from the 
US continue, quite simply, the demand 
for our services should increase. 


What does this all mean? 


Domestic revenues should continue their 
upward trend, margins should continue 
to improve, and profits should increase. 
Senior management will maximize 
these antici-pated profits by cutting 
administrative expenses where possible. 


Internationally, Tunisia has matured and 
is now profitable. The short-term goals 
in Tunisia are to maintain our excellent 
level of wireline market share and work 
on increasing wireline profits as the market 
allows us to do so. We envision increasing 
our market share in the well testing sector, 


which will add to our overall Tunisian 
profitability. These goals are attainable. 
In Algeria our goals are to sign a, long 
overdue, contact with the Algerian state 
oil company, increase the utilization of 
Our multi-phase metering unit, increase 
Our revenue and profit base of the JV, 
SESP and report an Algerian profit 
by the end of 2002. Again, attainable. 


With respect to the Hart Property our 
short-term goals are to expend as much 
as $1.2 million during 2001 and continue 
to manage the property in a manner that 
maximizes the results of our expenditures 
and also maximizes performance for our 
shareholders. 


We are properly staffed, we are adaquately 
financed and we are well managed. 
Shareholders should anticipate a 
successful 2001. 


Solid Resources Ltd. 
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AUDITORS’ REPORT TO THE 
SHAREHOLDERS 


We have audited the consolidated balance sheets of Solid 
Resources Ltd. as at April 30, 2000 and 1999 and the 
consolidated statements of operations and deficit and cash 
flows for the years then ended. These financial statements are 
the responsibility of the Company's management. Our 
responsibility is to express an opinion on these financial 
statements based on our audits. 


We conducted our audits in accordance with Canadian generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these consolidated financial statements present 
fairly, in all material respects, the financial position of the 
company as at April 30, 2000 and 1999 and the results of its 
operations and its cash flows for the years then ended in 
accordance with Canadian generally accepted accounting 
principles. 


KPMG LLP 


Chartered Accountants 
Calgary, Canada 
August 18, 2000 ° 


Algerian wireline 
operations in 
Sahara Desert 


MANAGEMENT'S REPORT TO THE 
SHAREHOLDERS 


The accompanying consolidated financial statements of Solid 
Resources Ltd. were prepared by management in accordance 
with accounting principles generally accepted in Canada. 
Financial information presented throughout the annual report is 
consistent with that shown in the consolidated financial statements. 
Management maintains a system of internal controls to provide 
reasonable assurance that all assets are safeguarded and to 
facilitate the preparation of relevant, reliable and timely financial 
information. 


KPMG Lip, an independent firm of chartered accountants 
appointed by the shareholders, has examined the consolidated 
financial statements. 


The Audit Committee has reviewed the consolidated financial 
statements with management and the auditors and has reported 
to the Board of Directors which has approved the financial 
statements. 


Alvin A. Harter, Bob Chorney, CGA, 


President and Chief Financial Officer 
Chairman of the Board 


Nisku, Canada, August 18, 2000 
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Solid Resources Ltd. 
Consolidated Balance Sheets 


April 30, 2000 and 1999 


Assets 

Current assets: 
Accounts receivable 
Note receivable (note 3) 
Income taxes recoverable 


Inventories 
Prepaid expenses and deposits 


Deferred exploration costs (note 4) 
Property and equipment (note 5) 
Investment in Algerian venture (note 6) 


Other assets (note 7) 


Liabilities and Shareholders' Equity 


Current liabilities: 
Cheques issued in excess of funds on deposit 
Bank operating loan (note 8) 
Accounts payable and accrued liabilities 
Income taxes payable 
Current portion of long-term debt (note 9) 


Long-term debt (note 9) 

Deferred gain (note 10) 

Shareholders' equity: 
Share capital (note 11) 


Contributed surplus (note 12) 
Deficit 


Commitments (note 13) 


See accompanying notes to consolidated financial statements. 


Signed on behalf of the Board: 


SE as he: 


Director 


Director | 


2000 


4,015,756 
321,815 


431,647 
175,539 


4,944,757 


4,277,151 
5,393,893 
102,330 
783,440 


15,501,571 


518,257 
1,500,000 
1,688,527 

22,364 

829,510 


4,558,658 
3,958,786 
157,141 
10,887,617 
70,693 
(4,131,324) 
6,826,986 


15,501,571 


$ 


$ 


$ 


$ 


3,842,322 
91,480 
370,627 
289,539 
4,593,968 
3,665,198 
5,007,648 
14,866 
T2050 


14,008,037 


153,785 
850,000 
1,514,413 


603,334 


J AZT 32 


4,682,999 


OSS AST 


(3,311,631) 


6,203,506 


14,008,037 


Solid Resources Ltd. 
Consolidated Statements of Operations and Deficit 


Years ended April 30, 2000 and 1999 


PREV CI LG peer eee et ee We a eS S$ 


Cost of sales 


Expenses: 
Administrative and general 
Depreciation and amortization 
Interest on long-term debt 
Other interest and bank charges 


Loss before the undernoted 

Other income (loss): 
Share of losses of Algerian venture 
Gain on sale of equipment 


Amortization of deferred gain 
Other 


Loss before income taxes 

Income taxes, current (recovery) (note 14) 

Net loss 

Deficit, beginning of year 

Nencesenimt year 2 GS 


$ 


Loss per share 


See accompanying notes to consolidated financial statements. 


2000 


13,227,469 


8,295,297 


4,932,172 


3,554,842 
981,571 
531,085 
237,291 


5,304,789 


(372,617) 


(701,806) 
263,825 
26,828 
159,034 


(252,119) 
(624,736) 
194,957 
(819,693) 
(3,311,631) 
(4,131,324) 


(0.13) 


1999 


10,754,886 


7,062,420 


3,692,466 


3,395,764 
864,904 
416,153 
125,859 


4,702,680 
(1,010,214) 
(75,279) 
653,852 

] 14,555 
693,128 
(317,086) 
(68,156) 
(248,930) 
(3,062,701) 


(3,311,631) 


(0.04) 
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Solid Resources Ltd. 
Consolidated Statements of Cash Flows 


Years ended April 30, 2000 and 1999 


Cash provided by (used in): 


Operations: 
Net loss 
Add (deduct) items not affecting cash: 
Depreciation and amortization 
Share of losses of Algerian venture 
Gain on sale of equipment 
Amortization of deferred gain 


Write-off of amount due from joint venture participant __ 


Write-off of foreign currency translation adjustment 


Change in non-cash working capital: 
Increase in accounts receivable 
Increase in note receivable 
Decrease (increase) in income taxes recoverable 
Decrease (increase) in inventories 
Decrease (increase) in prepaid expenses and deposits 
Increase in accounts payable and accrued liabilities 


Financing: 
Issue of share capital 
Repayment of long-term debt 
Increase in bank operating loan 
Increase in long-term debt 
Deferred gain 
Payment of promissory notes 


Investing: 
Purchase of property and equipment 
Advances to Algerian venture 
Deferred exploration costs 
Proceeds on disposal of equipment 
Deposit on equipment lease 
Deferred business development costs 


Net cash inflow (outflow) 


Cheques issued in excess of funds on deposit, 
beginning of year 


Cheques issued in excess of funds on deposit, 
end of year 


Cash taxes paid 


Cash interest paid 


See accompanying notes to consolidated financial statements. 


2000 


(819,693) 


981,571 
701,806 
(263,825) 

(26,828) 


573,031 


(102,741) 
(321,815) 
113,844 
(61,020) 
114,000 
174,114 
489,413 


1,372,480 
(919,544) 
650,000 
421,507 
183,969 


1,708,412, 


(1,337,938) 
(789,270) 
(611,953) 

386,864 
(210,000) 


(2,562,297) 


(364,472) 


(153,785) 


(518,257) 
81,113 


768,400 


$ 


$ 


1999 


(248,930) 


864,904 
15,279 
(653,852) 


88,453 


(50,336) 
75,518 


(1935750) 


(169,152) 
8,932 

(26,342) 
191,860 

(112,921) 


1252,599 
(736,870) 

25,000 

3,024,000 


(75,000) 


3,379,584 


(2,315,123) 

(90,145) 

(743,654) 
1,022,333 


(764,586) 
(2,801,030) 


465,633 


(619,418) 


(153,785) 
91,480 


542,000 


Solid Resources Ltd. 
Notes to Consolidated Financial Statements 


Years ended April 30, 2000 and 1999 


1. General: 
Solid Resources Ltd. (the “Company’’) is incorporated under the laws of the Province of Alberta. 


These consolidated financial statements include the accounts of the Company and its subsidiaries. 


Significant accounting policies: 

The preparation of financial statements in conformity with Canadian generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported amounts 
of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenue and expenses during the reporting period. Actual 
results could differ from these estimates. 


(a) 


(b) 


(c) 


(d) 


Inventories 
Inventories are recorded at the lower of cost and estimated replacement cost. 
Deferred exploration costs 


The Company's activities include the exploration of mineral resource properties. These activities 
are in the pre-production stage and accordingly all costs, net of incidental revenues, are 
capitalized. At such time as properties are developed to the stage of commercial production, 
these costs will be depleted to operations, on a unit-of-production basis. Costs relating to a 
property abandoned are written off when the decision to abandon is made. 


Property and equipment 
Property and equipment are recorded at cost less accumulated depreciation. Depreciation is 


recorded at rates designed to depreciate the cost of assets over their estimated useful lives on 
a straight-line basis, as follows: 


Buildings 5% 
Equipment 10% - 20% 
Computers, furniture and leasehold improvements 10% - 20% 


Deferred business development costs 


Costs relating to the start-up of new business operations during the pre-operating period are 
capitalized and amortized to operations on a straight-line basis over five years once the pre- 
operating period is complete. Incidental revenues earned in the pre-operating period are offset 
against amounts capitalized. 
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Solid Resources Ltd. 
Notes to Consolidated Financial Statements 


Years ended April 30, 2000 and 1999 


2. Significant accounting policies (continued): 
(e) Long-term investments 


Investments in which the Company exercises significant influence are accounted for using the 
equity method. 


(f) Revenue recognition 
Revenue is recognized when services are performed. 

(g) Deferred income taxes 
The Company follows the tax allocation basis of accounting for income taxes. 

(h) Foreign currency translation 
Foreign operations, all of which are considered to be integrated with those of the parent company, 
are translated into Canadian dollars using the temporal method, under which monetary balance 
sheet items are translated at the exchange rate in effect at the year-end, non-monetary items are 
translated at historical exchange rates and revenue and expenses are translated at the rates 
prevailing at the transaction date. Gains or losses resulting from translation are included in 


operations in the period in which they arise. 


The foreign operations had previously been accounted for as self-sustaining operations. 
This change in policy had a negligible effect on these financial statements. 


(i) Flow-through shares 
The Company has financed a portion of its exploration costs with flow-through shares. 
The exploration expenditures funded by flow-through share expenditures are renounced in 
accordance with tax legislation. 

(j) Stock-based compensation plans 
The Corporation has in place equity incentive plans, which are described in note 10(c). 
No compensation expense is recognized for these plans when stock options are issued. 
Any consideration received on the exercise of the stock options is credited to share capital. 


(k) Loss per share 


Loss per share has been calculated using the weighted average number of common shares 
outstanding during the year of 6,074,670 shares (1999 — 5,860,224 shares). 
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(1) Comparative figures 


Certain comparative figures for fiscal 1999 have been reclassified to conform to the presentation 
adopted for fiscal 2000. 


SOLID 


Solid Resources Ltd. 
Notes to Consolidated Financial Statements 


Years ended April 30, 2000-and 1999 


3. Note receivable: 


The note bears interest at 45% and was due on October 8, 1999. To date the Company has opted 
not to call the note. It is secured by various assets of the debtor. 


4. Deferred exploration costs: 


At April 30, 2000 the Company owned a 49% interest in certain mineral leases located in the 


Northwest Territories, subject to a 10% carried interest in profits. The other 51% is partially owned 
by parties that are related to the Company, including an officer and director. The Company has an 


option, expiring January 20, 2002, to acquire the remaining 51% interest through the issuance of 
5,000,000 of the Company’s common shares. In order to maintain the option the Company must 


expend at least $500,000 annually on the mineral leases. 


To April 30, 2000 the Company had spent $3,377,151 in qualifying expenditures having no tax basis 


to the Company as such benefits were passed on to the holders of flow-through common shares. 


During the year directors and officers of the Company subscribed for 55,600 (1999 — 11,900) flow- 


through shares for consideration of $333,600 (1999 - $83,700). 


5. Property and equipment: 


2000 


Land 

Buildings 

Equipment 

Computers, furniture and 
leasehold improvements 


1999 


Land 

Buildings 

Equipment 

Computers, furniture and 
leasehold improvements 


Cost 


$ 271,479 
603,950 
12,978,676 


446,820 


$ 14,300,925 


Cost 


$ 271,479 
424,575 
12,412,976 


417,851 


$ 13,526,881 


Accumulated 
depreciation 


Fr 


94,038 
8,509,392 


303,602 


$ 8,907,032 


Accumulated 
depreciation 


fF 


19,110 
8,240,789 


259,334 


Same 8,519,233 


Net book 
value 


$ 271,479 
509,912 
4,469,284 


143,218 


$ 5,393,893 


Net book 
value 


$ 271,479 
405,465 
4,172,187 


1585517 


$ 5,007,648 


At April 30, 2000 property and equipment include assets under capital leases with a net book value of 


$9,090 (1999 - $nil). 
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Solid Resources Ltd. 
Notes to Consolidated Financial Statements 


Years ended April 30, 2000 and 1999 


6. Investment in Algerian venture: 


The Company has a 50% interest in a venture in Algeria which is accounted for using the equity 
method. The advances to and amounts due from the venture are unsecured and are non-interest 


bearing. 
2000 1999 
Advances to and amounts due from venture ______ ss‘ $ 879,415 $ 90,145 
Share of accumulated losses of venture ——___ (777,085) (75,279) 
$ 102,330 $ 14,866 


7. Other assets: 


Other assets are comprised of (a) pre-operating start-up costs of $764,586 incurred in fiscal 1999 
in relation to new operations in Algeria and Tunisia, less accumulated amortization of $191,146, 
(1999 - $38,229) and (b) a deposit on an equipment lease in the Company’s subsidiary, Solid 
Production Services Ltd., in the amount of $210,000 (1999 — nil). 


8. Bank operating loan: 


The Company’s subsidiary, Solid Production Services Ltd., has arranged with its bankers a demand, 
revolving operating loan facility in the amount of $2,500,000, subject to certain margin limitations. 
Interest is charged at a floating rate equal to the bank's prime rate plus 1.5%. 


Security is provided by an assignment of accounts receivable, a general security agreement covering 
all the assets of the subsidiary company, a mortgage on property owned by the subsidiary company, 
a guarantee by the Company in the amount of $2,000,000 and a postponement of amounts due to 
the Company. 


Gas well 
testing during 
night shift 
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Solid Resources Ltd. 
Notes to Consolidated Financial Statements 


Years ended April 30, 2000 and 1999 


9. Long-term debt: 


Notes payable, bearing interest at rates varying 
from 10% to 12%, maturing in 2001, unsecured $ 
Bank term loan, repayable in monthly instalments of 
$ 40,000 plus interest at the bank's prime rate plus 
2.5%, maturing October 2003 
Convertible loan, repayable on October 8, 2001, with 
interest at 10% payable monthly 
Bank term loan, repayable in monthly instalments of 
$3,056 plus interest at the bank’s prime rate plus 2.0%, 
maturing April 2013 
Equipment financing, bearing interest at 11%, 
requiring monthly principal and interest 
payments of $2,715, maturing December 15, 2002, 
secured by the equipment financed 
Obligations under capital lease, repayable in monthly 
instalments of $224 including principal and interest at an 
imputed interest rate of 18.85%, maturing November 2002 
Obligations under capital lease, repayable in monthly 
instalments of $180 including principal and interest at 
an imputed interest rate of 24.12%, maturing March 2003 


Less current portion, included in current liabilities 


$ 


2000 
1,773,660 


1,680,000 


750,000 


476,667 


98,000 
5,467 


4,502 


4,788,296 


829,510 


3,958,786 


$ 


1999 


1,765,000 


2,160,000 


750,000 


3133333 


98,000 


5,286,333 


603,334 


4,682,999 


The bank term loans held by the Company’s subsidiary, Solid Production Services Ltd., are 
secured in the same manner as described in note 8 with respect to the bank operating loan. 


Notwithstanding the demand feature of the bank loans, they are classified as long-term debt in accor- 


dance with their scheduled repayment terms. The terms of the loans are subject to annual review. 


The convertible loan of $750,000 is secured by a general security agreement subject to 
postponement in favour of the bank security. The loan is convertible at the lender's option to 


acquire shares of the Company at a price of $7.50 per share, with warrants to acquire one additional 


share at a price of $7.50 per share until October 8, 2001. 


Principal repayments of long-term debt required in each of the next five years and thereafter are 


as follows: 

PUG lees so ee ee 829,510 
2002 2,815,881 
2003 536,239 
2004 276,667 
2005 36,667 
Thereafter 293,332 

$ 4,788,296 


o 
oOo 
QoQ 
™N 
ja 
oc 
(s} 
a 
us 
oc 
_) 
x 
> 
ot 
pe 
at 
(=) 
— 
—_J 
2) 
lu 
o 
oc 
=) 
(=) 
2) 
tu 
fo 
Q 
= 
° 
nn 


_ 
wo 


o 
—J 
=) 
N 
eK 
c 
o 
a 
w 
ec 
=a 
<= 
>. 
= 
= 
<= 
oa 
= 
_ 
n 
w 
o 
c 
> 
oO 
n” 
ua 
c 
a 
— 
Co 
n 


20 


Solid Resources Ltd. 
Notes to Consolidated Financial Statements 


Years ended April 30, 2000 and 1999 


10. Deferred gain: 


11. 


During fiscal 2000 the Company entered into a sale and leaseback transaction for certain equipment 
having a nil net book value. The gain arising on the sale is being recognized in income over the 
four-year term of the lease. 


Share capital: 


(a) 


(b) 


Authorized: 
Unlimited number of common shares. 


Issued and to be issued: 


Issued: 
Balance at April 30, 1998 
Shares issued, for cash, under terms of flow-though 
arrangements (note 4) 


Balance at April 30, 1999 
Shares issued: 

For cash, under terms of flow-through 

arrangements (note 4) 

For cash, private placement 
Balance at April 30, 2000 
To be issued: 

Subscription 

Less amount receivable 
Balance at April 30, 2000 
Balance at April 30, 2000 


Stock options: 


Number of 
shares 


5,759,194 


176,086 


5,935,280 


200,176 
14,285 


6,149,741 
64,935 
(51,948) 


12,987 


6,162,728 


Amount 


8,182,538 
15232,599 


9,415,137 


1,272,480 
100,000 


10,787,617 
500,000 
(400,000) 


100,000 


10,887,617 


The Company has in place equity incentive plans under which a combined total of 616,273 
options to purchase common shares can be granted to employee and directors. Under these 
plans, the exercise price of each option is to equal the fair market value of the Company’s 
stock on the date of the grant with the option’s term and vesting period to be determined 


individually by the Board of Directors. 


Solid Resources Ltd. 
Notes to Consolidated Financial Statements 


Years ended April 30, 2000 and 1999 


11. Share capital 
(c) Stock options (continued): 


A summary of the status of the equity incentive plans at April 30, 2000 and 1999, exclusive of the 
warrants described in note 10, and changes during the periods then ended is presented below: 


2000 1999 

Weighted Weighted 

average average 

exercise exercise 
Shares Price Shares Price 
Outstanding, beginning of year 660,500 $ 7.05 205,666 $ 7.66 
Granted - - 505,500 7.00 
Cancelled/expired 374,000 7.09 50,666 9.00 

Outstanding and exercisable, 

end of year 286,500 $ 7.00 660,500 $ 7.05 


At April 30, 2000 all outstanding stock options have an exercise price of $ 7.00 with a 
weighted-average remaining contractual life of 0.5 years. 


12. Related party transactions: 


During fiscal 2000 the Company manufactured certain equipment at a cost of $252,164 which 
was subsequently sold to a company owned by an officer and director of the Company for 
$322,857. The excess of the sale price over the cost has been credited to contributed surplus. 
Other related party transactions not disclosed elsewhere in these consolidated financial statements 


include: 
2000 1999 

Accounts receivable from related company $ 182,300 $ - 
Notes and loan payable to shareholders 1,130,500 1,061,000 
Notes payable to directors 1,127,100 1,416,000 
Note payable to related company 75,000 50,000 
Interest charged on amounts payable to shareholders, 

directors and related company, included in 

interest expense 182,065 218,073 
Payments to officer for rental of equipment, included 

in cost of sales 192,000 192,000 


The above transactions are considered to be in the normal course of operations and are 
measured at the exchange amount, which is the amount of consideration established and 
agreed upon by the related parties. 
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Solid Resources Ltd. 
Notes to Consolidated Financial Statements 


Years ended April 30, 2000 and 1999 


13. 


14. 


15. 


Commitments: 


The Company is committed under operating leases for equipment and premises to future minimum 
lease payments through 2005 as follows: 


2001 ete 561,702 
2002 295,521 
Oe 207,324 
1 ee OTd ot 
200) = Se 15,340 


Income taxes: 


The Company was subject to a combined Canadian federal and provincial statutory income tax 
rate in 2000 of 43.6% (1999 - 44.6%). The income tax provision differs from the amount obtained 
by applying this combined rate to loss before income taxes as follows: 


2000 1999 
Expected income tax recovery —______— $$ (279,000) $ (141,000) 
Add (deduct): 

Share of losses of Algerian venture —____ 313,000 34,000 
Aleéesian flatitax, Eee 160,000 - 

Benefit of losses previously unrecognized (recognized) (59,000) 152,000 

Differences in rates of other countries__- 51,000 (90,000) 

Non-taxable portion of capital gain —--_EE (5,000) (32,000) 

Other 13,957 8,844 

$ 194,957 $ (68,156) 


At April 30, 2000 the Company had available income tax asset pools aggregating approximately 
$ 4.2 million (1999 - $ 5.2 million) available for deduction in future years. The Company has 
accumulated losses for tax purposes in the amount of $3.6 million (1999 - $ 3.5 million). These 
losses expire in 2006 and 2007. 


Segmented information: 


(a) General information: 
The Company is involved in providing services to the oil and gas industry and in mineral 
resource exploration. Mineral resource exploration is currently carried out in Canada only 
and represents a reportable operating segment. This activity is in the pre-production stage. 


Services to the oil and gas industry consist of: 
(i) Wireline operations, which involve the downhole placement and retrieval of specialized 


tools and equipment. 
(11) Well Testing operations, which involve surface testing of well flow and composition. 
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15. Segmented information 


(a) General information (continued): 


(111) Technical Services, which involve the acquisition and reporting of downhole and surface 
technical data. Technical Services are provided by either Wireline or Well Testing 
personnel depending on the nature of the service. 


Services to the oil and gas industry are currently provided in Canada, Tunisia and Algeria. 


Reportable operating segments are defined geographically. Services in a geographic region 
are generally combined under common management and administration and are marketed to 
the same customers. Management is interested in geographic information as the regions in 
which the Company operates differ with regard to economic and competitive circumstances. 
In Tunisia two operating segments have been defined because Well Testing services are 
provided by a different entity than Wireline services, the latter being independently managed 
by the Company's Barbados subsidiary. Consequently, management is interested in evaluating 
Tunisia on this basis. 


(b) Measurement of segment profit or loss and segment assets: 


The accounting policies of the segments are the same as those described in the summary of 
significant accounting policies. The measures of segment profit presented exclude income 

tax expense or recovery and allocation of corporate overhead. Intersegment equipment rentals 
are transacted at market rates. 


(000's) OIL & GAS SERVICES 


Tunisia 
Tunisia Well Mineral 
2000 Canada Wireline Testing Algeria Exploration Total 
Revenues from 
external customers $ 10,542 $ 732 $ 1,008 $ 945 $ - $ 13,227 
Interest expense 390 8 2 2 - 402 
Depreciation and amortization 710 10 99 130 - 949 
Segment profit (loss) before 
intersegment charges 488 54 213 (848) - (93) S 
Intersegment equipment 2 
rental revenue (expense) 189 (109) (80) - - _ ° 
Segment profit (loss) 677 (55) 133 (848) - (93) = 
3 <= 
Total assets 8,701 248 486 1,262 4,277 14,974 = 
=< 
Purchase of property ve 
and equipment 387 92 99 760 - 1,338 = 
Expenditures on mineral = 
resource properties - - - - 612 612 =o 


i) 
(st) 
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15. Segmented information (continued): 


(US) OIL & GAS SERVICES 


Tunisia 
Tunisia Well Mineral 

1999 Canada Wireline Testing Algeria Exploration Total 
Revenues from 

external customers $ 8,969 $ 854. -.$..-3 79: MSs 3 5on mr nes $ 10,755 
Interest expense 312 _ Je Bos 7 312) 
Depreciation and 

amortization 821 os = 6 ial 827 
Segment profit (loss) 

before intersegment 

charges (257) (49) 304 74 ad 122 
Intersegment equipment 

rental revenue (expense) 358 (157) (119) (82) a A 
Segment profit (loss) 101 (206) 185 (8) as IZ 
Total assets 7,637 245 898 848 3,665 13,293 
Purchase of property 

and equipment Deals 28 s 162 a poe) Ne 
Expenditures on mineral 

resource properties .. * a = 744 744 
Expenditures on business 

development oe he 443 322 4 765 


Reconciliation of segmented information to enterprise information: 


(000's) 

Profit (loss): 2000 1999 

Total profit (loss) for reportable segments $- (93) $ 2 
S Unallocated corporate expenses (691) (389) 
2 Enterprise loss before income taxes $ (784) Seen (Gil) 
< (000's) 
= Assets: 2000 1999 
< 
= Total assets for reportable segments $14,974 $ 13,293 
a Unallocated corporate assets 528 TAS 
= Total enterprise assets $15,502 $ 14,008 
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15. Segmented information (continued): 


Other significant items: 


(000's) 
Segment Corporate Other Enterprise 
2000 Total Amounts Amounts Totals 
futerestiexpense _——— = S402 $ 366 $ - $ 768 
Depreciation and amortization ____ 949 33 - 982 
1999. 
iW @qoeNyS 312 230 - 542 
Depreciation and amortization ___ 827 - 38 865 
Location of property and equipment: 
(000's) 
Net book Net book 
value value 
2000 1999 
Canada $ 3,430 $ 3,498 
Tunisia 867 949 
Algeria 894 156 
Other 203 405 
$ 5,394 $ 5,008 


16. Financial instruments: 


The carrying values of accounts and note receivable, bank indebtedness and accounts payable and 
accrued liabilities approximate their fair values due to the relatively short periods to maturity of 
these instruments. 


The fair value of the Company’s long-term debt at April 30, 2000, including the current portion, 
was approximately $ 4,756,000 (1999 - $ 5,408,000) based on the present value of contractual 
future payments of principal and interest, discounted at the estimated current market rates of 
interest available to the Company for the same or similar debt instruments with fixed interest rates. 
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Solid Resources Ltd. 
Five Year Statistical Summary 


YEARS ENDED APRIL 30 
Unaudited 


2000 1999 1998 1997 1996 

($ thousands except for ratio and share data) 

Financial Results : 
Revente = ee lace $ 10,755: *S 12,5800e 25 10670 $° 9,555 
armies LOSS) ccs (820) (249) 234 (1,239) (1,824) 
Cash flow from (used in) operations * 573 76 626 152 Cra 
Net capital expenditures. == 951 1,293 1,278 1,455 1,767 
Expenditure on Hart Mineral Claims __ 612 744 593 808 1,415 
Repayment of Long-term debt 920 737 1590 436 989 

Per Share 
Earnings (Loss) ________" $= (0:13) -$ (0.04) "$004 Ss (0:27) See ce 
Cash flow from (used in) operations — 0.09 0.01 (0.17) 0.03 (0.37) 
Number of common shares—____—6 162,728 5,948,267 5,772,181 5,567,227 5,332,037 

Financial Position 
Total assets __.—_"_- ____+__=§_=sss—s $15,502» $14:008 -"=$" 11,169" Ss 9.038 ae geaas 
Total liabilities ss —(tsé GG 7,804 5,919 5,199 b,o0G 
Shareholders' equity... == = = =~ ————6 827 6,204 5,270 3,839 3,267 
Working Capital (Deficiency) $386, -S.41472 2 Se Ae ae $ (1,545) 
Working Capital Ratio. = «AT oA 1:4:1 1.0:1 et 
Debt.to.EquityaRatios 1.3:1 13H tatel 1.4: 1.6:1 


*“ Cash flow from operations excludes changes in non-cash working capital relating to operations 
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Permanent storage facilities for core located on Hart Property 


Solid Resources Ltd. 


2000 ANNUAL REPORT MAP OF THE HART PROPERTY 


LEGEND 

To | cx) Lake 
| Bear 4. (4 Metasediments, Quartz-Carbonates | 
mineral claim sulfide zones q 

@ 6 Channel Airbome EM Anomaly | 

P= 4 Channel Airborne EM Anomaly 

’ 


Me lee 
Bear mineral! 
leases 


eS 
Zone locations on Hart Property at Sees 
: Pe oy * 


4 Yukon Territory { y os e rind On} Le “CA j a 
| ‘HART fost a ~ 


\ (MAP ARE ~ 
‘5 Nunavut gs v5 é =o, \ 
( Bi | = HUDSON i * ‘ 
‘fe British Columbia / j ) AY sat Cy. 
‘ [me Pex 5 aN 
! Saskatchewan | y 1 bi 
% Manitoba \ 


Aerial view of Hart Property 
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